This paper assesses the impact of financial integration on financial development and establishes thresholds for materializing gains of financial advances from financial globalization using a sample of 34 countries from the East Asian and Pacific region. Following the approaches of Kose et al. (2011) and Asongu and De Moor (2016), we test non-linearity within the financial openness and financial development nexus through semi-parametric ordinary least-squares regression, and then, we develop threshold dynamics models. According to our findings, the effect of financial integration on financial development significantly changes across different financial inflows. When using external debt as a proxy for financial openness, there exists a robust significant inverted U-shaped relationship between financial integration and financial development. The empirical findings also suggest that the financial integration-development nexus is contingent on the level of trade openness, national income, and institutional quality. The results are robust to different measures of financial development and integration, the inclusion of other determinants of financial development, and considerations of endogeneity.
I. Introduction
The notion "more finance, more growth" is generally supported by many research studies (Arestis et al. 2014 , Beck et al. 2000b , Rajan and Zingales 2003 , Baltagi et al. 2009 , Kose et al. 2006 . However, the 2008 financial crisis revealed that malfunctioning financial systems could result in under-investment and misallocation of resources. Therefore, many have argued that "better finance, more growth" would be more accurate (Law et al. 2013) . Increasing attention has been paid in recent years to examine what constitutes better finance.
Financial integration 1) is an aspect of advanced financial systems. In theory, the liberalization of financial systems facilitates financial development by ensuring more transparency and competition in the financial sector (Obstfeld 2008) , allowing capital and resources to be efficiently allocated (Kose et al. 2009a ) and encouraging the formation of best practices of regulation (Kose et al. 2009a ). Thus, the liberalization of the financial market contributes to increasing stock market liquidity, improving the efficiency of the banking system (Levine 2001) , and reducing the cost of capital (Stultz 1999) . However, there is a growing concern that too much integration could be harmful to the development of financial systems. Higher financial openness could lead to excessive risk-taking (Kose et al. 2009a) , capital flight, vulnerability to self-fulfilling crises (David et al. 2015) , and higher contamination risk among interlinked economies (Kose et al. 2009 ), eventually imposing detrimental impacts on long-term financial development (Kose et al. 2009 ). Hence, there is possibly an association between the development of financial systems and integration, which may vary based on the integration levels.
Empirical evidence about the nexus between financial integration and development has never reached a consensus. On the one hand, the first strand of research (Levine 2001 , Klein and Olivei 2008 , Baltagi et al. 2009 , Ozkok 2015 , T.-H. Le et al. 2017 documented a positive linkage between the openness of financial sector and its development. For instance, Baltagi et al. (2009) , using a broad sample of countries, provided evidence regarding financial integration being an important catalyst for banking sector development. Similarly, Klein and Olivei (2008) found that financial liberalization is linked to greater financial sector depth, regardless of economic settings. Levine (2001) proved that liberalizing restrictions on international portfolio flows could improve stock market liquidity and that the efficiency of a banking system could be enhanced by a stronger presence of foreign banks in the domestic market.
On the other hand, another strand of literature revealed weak or no direct links between financial openness and development. Both Menya et al. (2014) and David et al. (2015) showed that financial integration had no developmental effects on most African countries in their sample. Furthermore, Hauner et al. (2013) and Ashraf (2018) , while emphasizing the role of trade openness for financial development, found no evidence of a financial integration effect. Instead, they found that financial account liberalization could force credit providers to increase risk-taking owing to intense credit-market competition. In such a scenario, the costs of higher risk-taking 1) Financial integration generally refers to a country's approach toward restrictions on capital and current account transactions. In this study, the terms "financial integration," "financial openness," "financial engineering," and "financial liberalization" are used interchangeably.
to the financial sector could outweigh the benefits associated with larger volume and lower credit costs. Rodrik and Subramanian (2009) concluded that in the wake of the sub-prime financial crisis, claims that recent financial engineering generated large gains sounded less plausible.
The explanations for these inconclusive results are threefold. First, previous studies have considered different elements of financial system. Baltagi et al. (2009) and Ashraf (2018) examined the linkage within the banking sector and produced opposite findings. Meanwhile, Demetriades and Law (2006) and Chinn and Ito (2006) focused on equity and stock markets. Ozkok (2015) provided a comprehensive look at most financial system components, including banking, bond, and stock markets.
Second, extant literature has relied on different measurements of financial integration and development. Regarding financial development, finance-growth literature has suggested numerous indicators. For instance, money aggregates (e.g., M2 and M3) as a ratio of Gross Domestic Product (GDP) (Odhiambo 2008 ) are traditionally used. However, the superiority of these indicators has been questioned because they underestimate the contributions of foreign funds in the financial system. An additional popular measure of financial development is the ratio of liquid liabilities in the financial system to GDP (King and Levine 1993) . Nevertheless, it is believed to overestimate economies with underdeveloped financial markets (T.-H. Le et al. 2017) . Other standard measures are the ratios of private domestic credit provided from deposit banks and those from financial institutions to GDP (King and Levine 1993) . These indicators, however, are criticized for focusing solely on private sector claims (Beck et al. 2000a ). In recent literature, a composite index of financial development constructed from different finance indicators has been largely used (David et al. 2015 , Ozkok 2015 , T.-H. Le et al. 2017 to capture the multidimensional nature of the financial sector rather than solely focusing on one aspect.
Financial integration, as summarized in Kose et al. (2006) , has been widely measured by two broad measures: de jure and de facto. De jure measurements (Quinn 2003, Mody and Murshid 2004) evaluate the integration level of a financial market on the basis of the removal of legal restrictions and controls on capital accounts. However, these measures have long been criticized for their over-reliance on the degree of restriction abolishment related to foreign exchange transactions (Kose et al. 2006 Literature on financial flows distinguishes foreign direct investment (FDI) from portfolio and debt flows (Kose et al. 2011) . It is widely believed that the former generates more indirect benefits than debt.
Finally, the financial integration-development nexus is contingent upon certain conditions of national and institutional development 2) (Rodrik and Subramanian 2009 , David et al. 2015 , Asongu and De Moor 2016 . Industrialized countries with more stable macro conditions and developed financial markets have been the main beneficiaries of financial globalization (Kose et al. 2011) . Although developing countries have experienced robust economic growth, many are still lagging behind in terms of financial system advances (David et al. 2015) . This difference between countries can be largely explained through differences in institutional quality (Law et al. 2013) , macroeconomic policies (Boyd et al. 2001) , levels of trade openness (Do and Levchenko 2004) , population density (Allen et al. 2012) , and national income (Jaffee and Levonian 2001) .
Currently, a major debate surrounds the idea that certain thresholds of national and institutional development need to be met by an economy for its financial sector to benefit from its greater global integration. Attempts have been made to assess these thresholds in the finance-growth nexus. For example, Yilmazkuday (2011) found that the magnitudes of finance-growth relationship varied according to levels of trade openness and per capita income. Accordingly, high-income countries perhaps need lower levels of trade openness for the benefits of financial development on economic growth to be promoted. By contrast, higher levels of trade openness are required for low-income countries to obtain similar results. Moreover, the catch-up effects via the finance-growth nexus are higher for moderate per capita income levels. Furthermore, Kose et al. (2011) , Law et al. (2013) , and David et al. (2015) found that the effects of international financial integration were more pronounced for financial development in countries with better institutional quality. However, thresholds for the financial integration and development nexus have been underlooked in the extant literature. (Didier et al. 2017) . These dynamic and diverse development patterns make the region 2) National development is the progression from simple living conditions to more complex ones. It is defined by the 3-dimensional enhancement of economic, environmental, and social indicators.
an interesting case with which to revisit the nexus of financial engineering and development.
The central objectives of this paper are to empirically examine the financial integration and development nexus in a sample of 34 countries from the East Asian and Pacific region during 1996~2017. To this end, we aim to answer two broad questions. First, does a nonlinear relationship between financial integration and development exist in the East Asian and Pacific region? Second, are there prerequisite threshold conditions that countries in the region need to reach? For the latter question, we focus on three threshold variables: trade openness, national income level, and institutional quality.
We apply two research approaches. First, following Asongu and De Moor (2016), we use a standard semi-parametric approach to test for the existence of U-or inverted U-shaped relationships. Generalized method-of-moments (GMM) estimation is employed to deal with endogeneity issues in this econometrics research. Inspired by Kose et al. (2011) , we use fixed effect techniques for consistency checking. We develop a dynamic panel threshold model to find the threshold conditions of national development for the rewards of financial integration on financial development to take effect. Details of these techniques are provided in Section III.B. To our knowledge, this is the first study to combine these two approaches to investigate non-linearity within the financial liberalization and development nexus.
Regarding finance measurements, as noted by Kose et al. (2009a) , the influence of financial globalization may vary significantly, depending on the types of external assets and liabilities used. Thus, in this paper, when measuring financial integration, we distinguish between FDI inflows and external debt. This allows us to account for possible differences in the nature and threshold conditions of different types of cross-border flows. Regarding dependent variables, we were inspired by David et al. (2015) , Ozkok (2015) , and Le et al. (2017) The remainder of this paper is structured as follows. Section II provides information on data and methodology. Section III presents the empirical findings, and Section IV concludes
II. Methodology
This section specifies the methodology used in this study to investigate the financial integration and development nexus and the necessary national conditions through which a country could benefit from financial openness.
A. Data and sample
Our panel dataset includes 34 countries (Appendix 1) from the East Asian and Pacific region for the period 1996~2017. Details of all variables and their sources are provided in Appendix 2.
Dependent variables
As discussed in the Introduction, literature on this matter has introduced several single ratios, such as money aggregates (e.g., M2 and M3) to GDP, liquid liabilities in the financial system, and private domestic credit, provided from deposit banks and institutions as shares of GDP.
However, these measures only serve as rough estimates and offer information on a particular aspect of the financial sector. Given that the financial sector comprises a variety of financial institutions, markets, and products, and that financial development is a multidimensional concept, the adoption of a single variable cannot fully capture all aspects of financial development.
In this study, we follow a number of prior studies to address this shortcoming ( For creating our financial development index (FIN_DEVELOPMENT), we adopt principal Le et al. 2017) . PCA is a simple and effective method that reduces a dataset to lower dimensions while retaining as much information from the original set as possible. It also helps mitigate multi-collinearity. 
Financial integration indicators
Owing to their ignorance of the extent of financial system integration, de jure measurements do not fully reflect the degree of financial openness. However, de facto measures, which possibly involve measurement errors, remain the superior measurement of financial integration (Kose et al. 2006) and have been widely used in the literature (Rodrik and Subramanian 2009 , Kose et al. 2011 , Ozkok 2015 , Asongu and De Moor 2016 . Therefore, we rely on de facto measurements as proxies for financial integration, including FDI inflows as a share of GDP (%) (FDIItoGDP) and the ratio of external debt to GDP (%) (EXDEBTtoGDP).
The use of FDI inflows as a proxy for financial integration has been largely performed in finance literature (Rodrik and Subramanian 2009 , Ozkok 2015 , Asongu and De Moor 2016 .
FDI inflows comprise equity capital, reinvestment of earnings, and other long-term capital (World Bank 2007) . As most countries in our sample are developing economies, FDI inflows prove to be more significant than outflows. Thus, we focus on the impact of the inward flows of FDI rather than that of outward or aggregate flows.
The literature on financial flows also distinguishes FDI from portfolio flows and debt (Kose et al. 2011) . When debt liabilities constitute the primary form of financial integration, the risks of financial integration seem to be higher. Moreover, the 2008 sub-prime financial crisis and the ongoing public debt crisis reveal that more attention needs to be placed on external debt. Thus, it is worth looking further at the impact of external debt on financial development. In our study, external debt stocks are the sum of public, publicly guaranteed, and private non-guaranteed long-term debt, International Monetary Fund (IMF) credit, and short-term debt (World Bank 2007).
Threshold variables and other control variables
This study aims to assess prerequisite conditions that a country should reach before the rewards of financial openness can materialize. For each threshold category, we must choose an appropriate measure that is conceptually sound and for which data for our broad sample of countries are available. Therefore, we focus on three indicators: trade openness (TRADE OPENNES 3) ); per capita GDP (current international US dollar) in logarithm form (GDPPC), indicating the level of a country's income; and institutional quality (IQ 4) ). The literature suggests that these variables are inextricably related to the levels of integration of the financial market (Kose et al. 2011, Lane and Milesi-Ferreti 2017) . Moreover, our study employs INFLATION, which captures the degree of variation in consumer price inflation as a control variable. High inflation is speculated to discourage financial intermediation (Mishkin 2009 , Boyd et al. 2001 ) and can be used as a proxy for macroeconomic policies.
Descriptive statistics for the main variables are reported in Table 3 , and a correlation matrix is provided in Table 4 .
3) Measured by the sum of exports and imports of goods and services, expressed as a ratio to GDP 4) In line with previous literature ( Table 3 . Descriptive statistics
(1) FIN_DEVELOPMENT 1
(2) FDIItoGDP 0.03 1 
Baseline regressions
To better examine the relationship between financial integration and development based on the theoretical arguments presented above, this study proposes the following empirical model:
where 
where     denotes squared term of FIit
We adopt an endogeneity-robust GMM (Arellano and Bover 1995, Blundell and Bond 1998) as an empirical strategy because it is preferred for difference estimation (Bond et al. 2001, p.3-4) , in the sense that it mitigates small sample biases from the previous version. Moreover, this approach does not eliminate cross-country variations and controls for potential endogeneity in our regressions. Furthermore, instead of using one-step system GMM, this study employs an extension (i.e., two-step GMM) developed by Roodman (2009), who defines two-step system GMM as being more efficient and robust to heteroscedasticity and autocorrelation problems in econometrics research. In addition, we provide basic fixed effects estimates for consistency checking.
Panel threshold regression (PTR)
To examine the potential presence of thresholds in some selected prerequisite conditions from which the rewards of financial openness can materialize, we use the threshold regression approach suggested by Hansen (2000) . This approach leverages compare-and-contrast analysis of the single-and multiple-threshold models, and in this study, we adopt both models.
The single-threshold model takes the following form:
where FD it represents financial market development of country i in year t, µ i is the fixed effect by country,    are control variables 5) ,   denotes the financial market integration of a country
i in year t, TH it are threshold variables, and c is an unknown threshold parameter. The sign of regression coefficients β 1 and β 2 changes the impact of financial openness on dependent variables below and above threshold c. ε it is an idiosyncratic error term.
The double-threshold model takes the following form:
where   and   are two unknown threshold parameters. The sign of regression coefficients β 1 , β 2 , and β 3 changes the impact of financial openness on dependent variables below threshold   , between   and   , and above threshold   .
Panel threshold regression (PTR) is a simple and straightforward method of capturing nonlinear behavior of finance phenomena (Hansen 2000 for asymptotic distribution, non-linearity, and endogenous variables (Hansen 1999) .
PTR notably requires a strictly balanced dataset. Therefore, the adoption of this technique should significantly reduce our sample size 6) . With our limited number of observations, we use bootstrap methods to increase the reliability of our hypothesis (Mackinnon 2002) . Furthermore, we employ
Eicker-Huber-White standard errors to remove the problem of heteroscedasticity that can cause bias to our estimators. The resampling technique is applied 1,000 times to generate empirical t-statistics, and we use them to test for the statistical significance of the regression coefficients.
III. Empirical Results
A. Financial integration and financial development nexus 1. Baseline analyses Table 5 shows the ordinary least-squares regressions with fixed effect (FE) and GMM estimations. Columns (1) and (2) present our baseline results without main explanatory variables.
Columns (3), (4), (7), and (8) report estimation outcomes of Eq. (1.1) with FDIItoGDP and
EXDEBTtoGDP being the variables of main interest. Finally, columns (5) and (6) Based on the three information criteria, we assess the validity of the estimated outcomes.
First, the null hypothesis of the first-order Arellano and Bond autocorrelation test (AR(1)) should be rejected. Second, the null hypothesis of the second-order autocorrelation (AR(2)) for the absence of autocorrelation in the residuals should not be rejected. Thus, from the data presented in Table 5 , it is clear that our models do not have an autocorrelation problem. Third, the Hansen J-test should not be significant because the null hypothesis states that the instruments are valid.
As such, the instruments in our models are valid, as evidenced by their high p-value across models. Moreover, to restrict identification and limit the proliferation of instruments, we ensured that the number of instruments was lower than the number of groups in all models.
In columns (1) (1) and (2) report the results of the baseline model; columns (3) to (6) show the results for FDI inflows; and columns (7) to (10) present the results for external debt. Standard errors in parentheses, ***, **, * denotes significance at the 1%, 5%, and 10%, respectively. FE means fixed effects and GMM means system GMM development. Yet, the impact is insignificant, which is in line with the findings of David et al. (2015) . The lack of significance of institutional quality could be attributable to the overall low level of institutional development in the examined countries. Otherwise, its effect can be assumed to have been overshadowed by that of GDP per capita.
From columns (3) to (6), the signs and significance of the control variables are generally unchanged compared with those observed in the preceding models. However, the coefficient interactions of FDI inflows and the squared term with financial development are all insignificant.
Generally, our findings are in line with those of Asongu and De Moor (2016) who reported insignificant impact of FDI flows on both financial depth and banking sector on the full sample.
Conversely, as shown in the models from column (7), when we use external debt inflows to account for financial integration, another picture is captured. Generally, FE and system GMM estimation methods produce consistent outcomes. External debt can boost financial development as evidenced by its robustly positive coefficients. Furthermore, coefficients on almost all other control variables are significant and consistently report their expected signs.
When the quadratic relationships are considered, significantly negative signs appear in both FE and GMM estimations, indicating that there is an inverted U-shaped relationship between financial openness and development. Accordingly, there is a diminishing marginal effect to the negative threshold of 87.8% (0.878/(2*0.005)). In other words, more external debts will initially boost financial development until it reaches 87.8% of GDP. Subsequently, the positive effect of debt liabilities to financial development decreases, implying that more cross-border debts would be harmful to the financial system.
Robustness check
To assess the robustness of the results obtained, we test a number of alternative specifications.
First, we consider specifications that include additional regressors identified in the literature as potentially associated with financial development: government expenditure 7) (GOV_EXPENDITURE), population density 8) (POP_DENSITY), public investment 9) (PUB_INVESTMENT), and foreign aid 10) (FOREIGN AID). The results of these regressors are reported Table 6 . The inclusion of the additional explanatory variables does not change the basic findings presented in Table 5 .
Furthermore, the additional control variables do not present coefficients that are statistically significantly different from zero in most specifications. 7) Government expenditure is general government final consumption expenditure as a share of GDP. Inflation and government expenditure add up to macro policies. 8) Population density is measured by dividing the total population by the total area. It provides information on a country's size and market potential. 9) Public investment is measured by gross public investment as a ratio to GDP 10) Foreign aid is total net official development assistance to GDP. Foreign aid is required to reduce the investment-financing gap that less developed countries face. (6) show the results for FDI inflows, and columns (7) to (10) present the results for external debt. Standard errors in parentheses, ***, **, * denotes significance at the 1%, 5%, and 10%, respectively. FE means fixed effects and GMM means system GMM Alternatively, we use different measurements of financial development and integration.
Specifically, we employ financial depth (FIN_DEPTH), which is measured by the ratio of aggregate private domestic credit from deposit banks and financial institutions to GDP. This measurement has been widely used as a proxy for financial development (King and Levine 1993, Asongu and De Moor 2016) . For financial integration, we follow the construction of Lane and Milesi-Ferretti (2017) to calculate a financial integration index as a share of the aggregate stock of external assets and liabilities to GDP. The corresponding results are shown in Table 7 . No. of groups 24 18 18 (Note) Financial integration index (FILANE), which is calculated in line with Lane and Milesi-Ferretti (2017) , is the main variable of interest. FILANE*square is the squared term of FILANE and is added to the model to evaluate the nonlinear relationship between financial integration and development. Columns (1) and (2) report the results of the baseline model; columns (3) and (4) show the results for our mainstream model; and columns (5) and (6) present the results with squared term. Standard errors in parentheses, ***, **, * denotes significance at the 1%, 5%, and 10%, respectively. FE means fixed effects and GMM means system GMM Results obtained from both robustness tests confirm our main findings in Table 5 . The detailed outcomes are not presented here to conserve space but are available upon request.
B. Threshold analyses
1. Trade openness as a threshold Table 8 presents the PTR results determining the thresholds of trade openness that allow for the positive relationship between financial integration and development. Columns (1) and
(2) report the results of the TPR with FDIItoGDP as a measure of financial integration, whereas columns (3) and (4) show the results for EXTDEBTtoGDP
In columns (1) and (2), PTR results indicate that at the preliminary stage of trade openness, successive FDI inflows could robustly enhance financial development. However, once trade openness surpasses the threshold of 140.437% as a share of GDP, this effect becomes negative and insignificant. F-test results show that the single-threshold model is appropriate at a significance level of 5%. The result is consistent with the few studies that discovered a positive impact of FDI inflows on stock-market developments (Raza et al. 2015 , Abzari et al. 2011 , Adam and Tweneboah 2009 , El-Wassal 2005 .
Regarding external debt as a measurement of financial integration, similar threshold effects are reported. From columns (3) and (4) Interestingly, when trade openness reaches a threshold of 144.615%, the magnitude of positive effect becomes robustly stronger. In short, opening up the domestic market could be a driving force for the financial sector to benefit from its integration into the world.
GDP per capita as a threshold
To examine the contribution of financial integration to financial development conditioned on the level of GDP capital a country needs to reach, we further employ the PTR method using the logarithm of GDPPC as a threshold variable. Results from these estimations are reported in evidently. All countries in our sample have already achieved the "required" threshold for financial sector to benefit from its openness. Specifically, the GDP per capita of countries in our sample are all higher than the lower threshold (3,032.07 US dollars). The results of the F-test show that both the single-threshold and double-threshold models are statistically significant.
Institutional quality as a threshold
We repeat the PTR using institutional quality as a threshold variable. Columns (1) and (2) show the estimation outcomes with FDIItoGDP as a measure of FI, whereas columns (3) and (4) reveal the results for EXTDEBTtoGDP.
Regarding FDI inflows, it is clear from columns (1) and (2) that at the initial stage when average institutional score is lower, FDI inflows act as deterrence to the development of financial system. However, when an improvement is noted in the institutional quality is improved and it reaches a threshold of 0.258, the developmental effect of inward FDI turns positive and significant. The magnitude of this impact may become weaker when the upper threshold of 0.279 is achieved. This finding agrees with some prior studies (David et al. 2015 ) that showed that financial integration might be more important in countries with better institutional quality.
Regarding external debt, the PTR shows that when institutional quality is improved, cross-border debt liabilities consistently impose positive impacts on financial development. However, the strength and significance of this effect are contingent on the level of institutional quality. Specifically, the effect of financial openness on financial development is found to be significant if the institution quality score is below the lower threshold (-0.629) or above the upper threshold (0.154). (Note) FDIItoGDP and EXDEBTtoGDP are the main variable of interest and are measured as the share of FDI inflows and external debt to GDP, respectively. FI stands for financial integration. Panel threshold regression (PTR) is employed to examine prerequisites that a country needs to achieve before the rewards of financial integration materialized. Institutional Quality (IQ) is employed as a threshold variable. Columns (1) and (2) report the results of the PTR with FDIItoGDP as a measure of FI; and columns (3) and (4) show the results for external debt. Standard errors in parentheses, ***, **, * denotes significance at the 1%, 5%, and 10%, respectively 
IV. Discussion and Conclusion
In this study, we examined the developmental influence of financial openness on the financial market and evaluated whether this effect varied with different threshold levels of national development. Using a comparatively comprehensive dataset covering 34 countries from the East Asian and Pacific region during the period 1996~2017, we provided empirical evidence showing the existence of a significant inverted U-shaped relationship between financial integration and development. This finding is mostly consistent across different empirical methodologies, even when controlling for endogeneity. In addition, we found a threshold of external debt of 87.8% of GDP, above which the globalization of the financial market fails to boost its development.
This suggests that more integrated financial systems are not always better, and such a system can harm financial development after a certain point.
We also assessed the existence of national conditions for a financial market to benefit from its global integration. Our study revealed that for FDI inflows to facilitate advances in the financial market, the trade openness of a country should be below 140.437%. The rewards of external debt flows on financial development were positive regardless of thresholds; however, the magnitude was dependent on the level of trade openness. We further found that the impact of cross-border debt on financial development turned positive when GDP per capita surpassed 3,032.07 US dollars. However, this effect became less pronounced when the country reached 9,554.81 US dollars or more in GDP per capita. The effect of financial openness on financial development was found to be positively significant when institutional quality was below the lower threshold (-0.629) or over the upper threshold (0.154).
The analyses of these national economic thresholds suggest some important considerations for several policies toward more sustainable financial development in the examined countries.
The main policy implication from our findings is that the threshold levels of certain variables are important determinants of the relationship between financial integration and development.
Countries pursuing liberalization policies should prioritize these national developments in advance to understand what levels or thresholds are required for their economies to benefit from financial globalization.
As our study focused on the East Asian and Pacific region, our conclusions do not necessarily hold true for all countries. Given a wide divergence in terms of national conditions (e.g., institutional quality, financial reform, and regional details), country-specific studies are desirable.
Furthermore, our financial development measures were constructed mainly from banking sector indicators. Because the equity market also plays an important role in allocating funds and firms increasingly rely on equity finance, especially in developed countries, it is pivotal to evaluate this aspect as regards the financial integration and development nexus. Moreover, owing to the high correlation among financial measures, the interactions between variables are interesting
